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Proposed law creates the Competitive Projects Payroll Incentive Program (CPPIP) which is essentially an expansion of the
existing Quality Jobs Program (for select industries: up to 6% payroll subsidy based on minimum wage levels plus sales tax
rebate or 1.5% investment reimbursement). This bill targets the business activities of headquarters, clean technology, next
generation automotive, aerospace, destination healthcare, R&D, pharmaceutical, renewable energy, and any other business
sector LED wants to focus on. Certain businesses are excluded unless they qualify 25 headquarters or shared services jobs.
At least 50% of business sales must ultimately be to out-of-state buyers or the federal government. These selected
businesses can receive a payroll subsidy up to 15% (plus sales tax rebates and investment reimbursements comparable to
current law program). Contracts can run for 10 years as in current law program (5yrs initial, 5yrs renewed). Basic health
insurance is required (as in current law program) but no minimum wage levels are required (as they are in current law
program). Application is by invitation. Effective July 1, 2012. No new contracts can be entered after June 30, 2017.

Since the program is offered at the discretion of LED, it is anticipated that initial LED administrative costs will fall within its
current budget. However, as business participation accumulates in the program, a growing number of firms will have annual
certifications being processed. Meaningful compliance enforcement should eventually require additional resources in LED.

The bill creates a program that essentially allows LED to grant enhanced Quality Jobs payroll subsidies (up to 15% rather
than up to 6%) to selected businesses. These state expenditures are determined by LED and paid by LDR from all current tax
collections imposed by Title 47 before deposit in the state treasury. Little or no FY13 effects are assumed, although it is
possible that some costs could be realized in FY13.

LED presented a numerical exercise of expected implementation of the program. LED expects payroll subsidies under the
proposed bill to range from 8% - 15%, which are 2% points - 9% points greater than the 6% offered in most current law
Quality Jobs contracts (sales tax rebates and investment reimbursements are identical, and do not impact the exercise). LED
also assumed the enhanced subsidy will be utilized on 5% - 15% of the jobs qualifying for the current QJP subsidy with
participating jobs/payroll accumulating each year. Program cost results are based on the increased subsidy rate only.
Resulting state expenditures are $1 million in FY14, $2m FY15, $3 FY16, and $5m in FY17.
The LED exercise also included gross and net fiscal impact results assuming 7% of earnings/payroll are paid in all state
taxes. Gross state tax results are $3m in FY14, $8m FY15, $14m FY16, and $25m in FY17; net state fiscal results are $2m in
FY14, $6m FY15, $11m FY16, and $19m in FY17.

The LED exercise implicitly assumes that each project occurs only as a result of the benefit provided by this bill, even though
this bill’s benefit will likely be one of a variety of benefits offered the project. This is a strong assumption, and means that the
return on investment analysis called for in the bill always begins in a positive position from which benefited costs are
deducted. Along more technical lines, the standard economic multipliers utilized in this type of analysis overstate true
economic impacts by not reflecting business and consumer wage & price responses and substitution effects. Also, the
targeted business sectors or activities are not objectively defined, allowing substantial analytical discretion for LED. In
addition, the analysis is incomplete in that it does not include a governmental balanced budget requirement. The program’s
benefits reduce resources supporting government purchases in the economy with resultant negative multiplier effects,
offsetting the positive effects from the targeted project spending. The program is ultimately a cost to the state fisc incurred 
to engage in governmental economic development activity.
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